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The relationship between working capital and profitability cannot be ignored because 
the improvement in the profitability is necessary for the survival of a firm. Therefore, 
the objective of this study is to investigate the relationship between working capital 
management and profitability of Bumiputera-controlled companies in Malaysia. The 
period of this study is from year 2006 until 2012. This study uses a panel data of 
ninety-four (94) Bumiputera companies listed on Kuala Lumpur Stock Exchange. 
Cash conversion cycle and its components are used as measures for working capital 
management. The main theory used is the trade-off theory. The trade-off theory 
provides support for manager’s trade-off between profitability and risk associated 
with the level of current asset and liabilities. Findings from the panel data regression 
analysis reveal that inventory conversion period and receivable collection period are 
significantly negatively correlated to profitability. This suggests that the shorter the 
period, the higher the profitability of Bumiputera-controlled companies tends to be. 
However, cash conversion cycle is significantly and positively correlated to 
profitability, suggesting that the longer the cash conversion period, the higher the 
profitability. The payable collection period is not significantly correlated to 
profitability. Finally, the study provides managerial implications, and suggests the 
direction for future research. 
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Hubungan antara modal kerja dan keuntungan tidak boleh diabaikan kerana 
peningkatan keuntungan amat diperlukan untuk terus memajukan perniagaan. Oleh 
kerana itu, objektif kajian ini ialah untuk mengkaji hubungan antara pengurusan 
modal kerja dan keuntungan syarikat-syarikat kawalan Bumiputera di Malaysia. 
Tempoh masa untuk kajian ini adalah dari tahun 2006 hingga 2012. Kajian ini 
menggunakan data panel sebanyak 94 buah syarikat kawalan Bumiputera yang 
tersenarai di Bursa Saham Kuala Lumpur. Kitaran penukaran tunai dan komponen-
komponennya digunakan sebagai kaedah untuk menilai pengurusan modal kerja. 
Teori utama yang digunakan adalah teori trade-off. Teori trade-off adalah teori yang 
menyokong tindakan pengurus untuk memilih antara keuntungan dan risiko yang 
berkaitan dengan tahap asset semasa dan liabiliti semasa.  Hasil analisis regresi data 
panel mendedahkan bahawa tempoh penukaran inventori dan tempoh kutipan belum 
terima mempunyai hubungan negatif yang signifikan dengan keuntungan. Ini 
bermakna, semakin singkat tempoh, maka semakin tinggi keuntungan syarikat-
syarikat kawalan Bumiputera. Sementara itu, kitaran penukaran tunai didapati 
mempunyai hubungan positif yang signifikan dengan keuntungan. Ini memberi 
gambaran bahawa tempoh kitaran penukaran tunai yang lebih panjang mendorong 
keuntungan syarikat yang lebih tinggi. Tempoh kutipan pemiutang didapati tidak 
mempunyai hubungan yang signifikan dengan keuntungan. Akhir sekali, implikasi 
terhadap corak pengurusan, serta cadangan hala tuju kajian akan datang turut 
dikemukakan di dalam kajian ini. 
 
Kata kunci: syarikat-syarikat kawalan Bumiputera, modal kerja, pengurusan 
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  INTRODUCTION 
 
1.0 Introduction 
Working capital management (WCM), which comprises of the management of current 
assets and current liabilities, has a crucial and decisive role for companies as a result 
of its impact on profitability and liquidity. Due to its vital role, WCM has become a 
focus in many empirical studies in various countries. 
 
One of the main financial duties for any institution is to maintain a proper level of 
liquidity to make sure that it fulfills its commitments on time. An institution aims to 
maintain a sufficient level of current assets, especially accounts receivable and 
inventory. Additionally, it aims to control accounts payable and monitor them by 
making sure that there is a proper variation between them within the limit that ensures 
the institution is not subjected to the risks of failing in fulfilling its commitments in 
the short term. 
 
There are two common concepts in working capital. The first concept is the gross 
working capital concept, known as the institutional total investments in current assets 
which are changed into cash within one year period. These assets are made up of 
securities, receivable accounts, cash and inventory. The second concept is the net 
working capital which is the deduction of current assets with current liabilities (Qazi 
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